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THE CHICAGO STREET RAILWAYS: A SUPPLE- 
MENTARY NOTE. 

Since the article on the Street Railway Question in Chi- 
cago was published in this Journal, 1 the application and 
the results of the "settlement ordinances" approved in 
April, 1907, have presented some matters of public interest, 
which are the occasion for this supplementary note. 

The Chicago City Railway Company, operating on the 
south side of the city, promptly accepted the ordinance 
applying to its lines; and, under the terms of the ordi- 
nance, it became effective from the first of the preceding 
February. The work of rehabilitation and the improve- 
ment of the service were at once actively undertaken. By 
the end of the year 1907, 150 new "pay-as-you-enter" 
cars had been put in operation, and as many more had 
been purchased, fulfilling the requirements of the ordinance 
for new cars for a period of three years. During the same 
time thirty-nine and one-half miles of track had been 
reconstructed, of which about ten miles was in place of 
cable tracks removed. 

Financial results are also very satisfactory, both to the 
company and the city, as indicated by the following statis- 
tics from the President's Annual Report : 2 — 

11 Months Total for Total for 

to Dec, 1907. 1907. 1906. 

1. Gross earnings. . — $7,562,694 $8,195,730 $7,871,126 

2. Operating ex- 

penses, taxes, 

and renewals . — 5,293,386 

3. Net earnings . . — 2,269,308 

4. Interest on invest- 

ment .... $1,116,386 
Balance: 

5. 45% to company . 518,590 

6. 55% to city . . . 633,831 

7. Net income of 

company (4+5) 1,634,976 1,916,558 1,724,822 

8. Dividends (9%) . — — 1,620,000 

9. Surplus . . — — 296,558 
10. Valuation of property, Decem- 
ber 31, 1907, as certified by 

supervising engineers — 28,168,980 

•For May, 1907. 

a Commercial and Financial Chronicle, vol. lxxxvi. p. 644. 
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It will be noticed that the city received the substantial 
amount of $633,831, while the company had $518,590 
net income, in addition to the interest allowed at 5 per cent, 
on the valuation of the plant, which enabled it to pay divi- 
dends at the same rate (9 per cent.) as for the preceding 
five years. 

It is also worth noting that the company, the city au- 
thorities, and the public have all co-operated heartily in 
executing the provisions of the settlement ordinance; and 
all indications are for a continuous harmonious improve- 
ment in street railway conditions, as contrasted with the 
ten previous years of bitter strife. 

Further difficulties and delays were encountered with 
reference to the North and West Side lines. It may be 
recalled that a new company — the Chicago Railways 
Company — had been organized to take over those lines 
and to operate them under the new ordinances. But, 
before this company could accept the ordinances, it had 
to secure possession of the lines; and, in order to do this, 
arrangements had to be made with the holders of obliga- 
tions of the older companies. It was clear from the valua- 
tion placed on these lines that the outstanding obligations 
could not be met, and a painful process of readjustment 
had to be worked out. During the summer of 1907 a plan 
of reorganization was prepared and approved by the rep- 
resentatives of a majority of those holding the obligations 
and also by Judge Grosscup of the United States Circuit 
Court, under whose direction the property was being 
operated by the receivers. A minority interest, however, 
was not satisfied with this plan; and on appeal to the United 
States Circuit Court of Appeals it was decided that, while 
the proposed plan might be the best method of protecting 
the interests of all concerned, the minority holders could 
not be compelled to accept it without their consent, and 
that they had a right to insist on a forced sale of the prop- 
erty. 

This decision made it evident that further time would be 
needed to arrange for a harmonious reorganization; and, 
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with some hesitation, the Chicago City Council granted 
an extension of time for the acceptance of the ordinances 
to February 1, 1908, but under the condition that in the 
mean time all the earnings of the lines over operating ex- 
penses must be applied to the betterment of the service. 
This condition put pressure on the conflicting interests 
to come to an agreement. Professor John C. Gray, of the 
Harvard Law School, and Judge Grosscup were selected as 
arbitrators to amend the plans for reorganization; and 
their revised plan, dated October 15, 1907, was accepted. 
On January 25, 1908, the Chicago Railways Company 
acquired possession of the property of the Chicago Union 
Traction at foreclosure sale, and at once accepted the 
ordinance, and proceeded to operate the lines under its 
terms, as previously set forth. 

The details of the readjustment of the interests of the 
numerous companies and their respective bondholders are 
of less public interest than the conditions under which the 
system must be operated. But some mention of the most 
important features may be made. The capital stock of 
the new company has been issued in the nominal amount 
of $100,000, and is made the subject of a trust agreement, 
for the issue of participation certificates in four series, 
which are entitled in the order of priority to dividends, if 
earned. New first mortgage bonds will be issued to provide 
funds for the work of rehabilitation, as authorized by the 
board of supervising engineers; and these will have a first 
lien on the property, rights, and franchises of the company. 
A consolidated mortgage consists of series A, $15,900,000; 
series B, $16,900,000; and series C, $4,700,000; and these 
bonds and the participation certificates have been assigned 
to the holders of previous obligations in accordance with 
an intricate plan, based on the priority of the various out- 
standing claims. The total amount of the consolidated 
mortgage ($37,800,000) exceeds the valuation placed on 
these lines ($29,000,000); but, judging from the experience 
of the City Railway, there seem likely to be surplus earn- 
ings sufficient to pay interest on all the consolidated mort- 
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gage and probably some return to the holders of partici- 
pation certificates. 

With the acceptance of the settlement ordinance for the 
North and West Side lines, the work of reconstruction in 
those parts of the city will proceed actively. The opera- 
tion of through lines from one section to another has already 
been begun, the first through line being opened on March 
17 of this year. 

Mayor Busse's Annual Message to the City Council of 
Chicago, April 13, gives the following additional facts in 
regard to the progress made under the settlement ordi- 
nances : — 

"During 1907 the Chicago City Railway expended 
$6,235,292 on reconstruction and rehabilitation, and, al- 
though the Chicago Railways Company (successor of the 
Union Traction Company) did not accept its ordinance 
until January 29, 1908, there was expended on the north and 
west side lines $1,809,172, making a total expended on 
surface car line betterments of $8,044,464. 

"The two companies have planned to spend approxi- 
mately $15,300,000 this year on reconstruction and re- 
habilitation,— $7,500,000 by the Chicago City and $7,800,- 
000 by the Chicago Railways Company. The Chicago 
City Company has made arrangements for building sixty 
miles of new track this year, and the Chicago Railways 
Company for sixty-five miles, or a total of 125 miles of 
new track for the year. The Chicago Railways Company 
has also ordered 350 new double truck cars of most modern 
type, and will probably increase the order to 600. 

"During the first year under these ordinances the city 
has received in compensation under the traction ordinances 
$672,369.44 from the Chicago City Railway Company 
and $863,349.75 from the Chicago Railways Company, 
a total of $1,535,719.19." 

John A. Faiklie. 



